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It is with regret that we report the death in November, 1963, of Mr. Jack W. Tracy , 
who had served as Vice President-Employee Relations, since November 1961. 
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TO 
OUR 

STOCKHOLDERS 

The upward trend in both sales and earnings continued in 1963. Sales hit a record high of $457,292,000, 
up 2% over 1962, and net profits were up 12%. 

After provision for income taxes, net profits totaled $4,901,000, an increase of $536,000 over the 
previous year. The 1963 earnings, after payment of preferred dividends, were $1.71 per share of common 
stock compared with operating earnings of $1.52 in 1962. Earnings for both years are based on 
2,785,648 common shares currendy outstanding, excluding treasury stock. 

Cash dividends on common stock, including a l x /i cents year-end extra, totaled 80 cents, compared 
with 70 cents in 1962. Payments of regular preferred stock dividends were $2 per share on the 4% 
series and $2.50 on the 5% series. In addition, a final dividend of 18 cents per share was paid on the 5% 
series when all the remaining outstanding shares of that series were called for redemption on December 
27. The book value per share of common stock was $15.95 at the end of 1963, compared with $15.04 
the year previous. 

At year-end Colonial’s balance sheet showed $2.41 of current assets for each $1 of debt currently 
payable. 

Working capital at year-end was $34,184,000 compared with $35,736,000 a year earlier. The decline 
was due mainly to payment of $1,050,000 to redeem the 5% preferred stock. 

Colonial continued to improve and modernize its facilities in 1963. In addition to opening 31 new 
supermarkets, your company also opened 3 retail drug stores under the name of Galaxy Drugs, a wholly- 
owned subsidiary. Each of the drug stores is near a Colonial supermarket. Eight supermarkets were 
enlarged or completely remodeled during the year. A new fully-automated bakery was completed in Nor¬ 
folk, Va., and the Thomasville, Ga., warehouse and distribution center was enlarged. 

Twenty-four older stores were closed, and at year-end 446 food stores were in operation in 10 
Southeastern and Midwestern states. 

An extensive marketing study in cooperation with Progressive Grocer magazine focused national 
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attention on Colonial. Findings in the study were widely publicized by the Saturday Evening Post and 


other periodicals and by the nation’s newspapers. 

The company’s policy of emphasizing well-known brand names in its merchandising also brought 
national attention. Colonial was selected as the Number 1 Food Retailer in America in brand name 
promotion by the Brand Names Foundation. 

Another first for Colonial was the earning of the Good Housekeeping Guaranty Seal for its private 
label breads and rolls. 

Colonial continued to explore the discount food store field in 1963 and at year-end, 9 such units 
were in operation compared with 3 at the previous year-end. 

In August of 1963, Mr. Mark Upson of Cincinnati, Ohio, was elected a Colonial director. Mr. Upson, 
who retired recently as Vice President in charge of food products marketing for the Procter & Gamble 
Co., brings to Colonial the benefit of years of experience in food marketing. 

At year-end Colonial had 12,900 full- and part-time employees. 

Improvements in sales and earnings are expected to continue in 1964. Thirty-five new supermarkets 
are scheduled to be opened and several additional Galaxy Drug Stores are planned. Eighteen supermarkets 
are to be enlarged or remodeled. Thirty-two older stores will be closed. 

No outside financing will be needed to carry out development plans for the coming year. 

Appreciation from our directors and officers is extended to all our employees for the year’s achieve¬ 
ments. Our thanks also go to our stockholders and customers for their continued support. 



■ r • ^ 

CHAIRMAN OF THE BOARD 





Atlanta, Georgia 
March 2, 1964 
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Net sales. 

Cost of sales and operating expenses, exclusive of items listed below . . . 

Taxes (other than income taxes). 

Repairs and maintenance. 

Depreciation . 


Operating profit. 

Other income (net gain and loss on disposal of 
property and equipment, interest and sundry- 
receipts) . 

Other charges: 

Deferral of tax saving resulting from 

investment credit (note 4). 

Interest on long-term debt. 

Total other charges. 

Profit before taxes on income and 
charge relating to investment 
credit. 

Provision for taxes on income: 

Federal: 

Current . 

Deferred — through use of accelerated 
depreciation for tax purposes (note 4) 
Deferment of investment credit (note 4) 

State . 

Total provision for taxes on income 
Net earnings for the year. 


1963 

1962 

$ 457,291,813 

449,897,830 

436,039,563 

4,168,926 

2,261,233 

4,428,998 

429,725,289 

3,950,210 

2,226,994 

4,328,273 

446,898,720 

440,230,766 

10,393,093 

9,667,064 

707,378 

516,420 

11,100,471 

10,183,484 

177,726 

689,464 

127,596 

713,093 

867,190 

840,689 

10,233,281 

9,342,795 

4,765,570 

4,368,000 

50,000 

178,000 

169,000 

128,000 

4,993,570 

338,430 

4,665,000 

312,500 

5,332,000 

4,977,500 

$ 4,901,281 

4,365,295' 


^Excludes special charge of $333,000, shown on statement of consolidated retained earnings. 
See accompanying notes to consolidated financial statements. 
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STATEMENT OF 
CONSOLIDATED 
FINANCIAL 
POSITION 



December 28, 1963 with comparative figures as of December 29,1962 



ASSETS 

Current assets: 

Cash. 

Certificates of deposit and short-term notes, at cost 
Cost of properties under construction (to be sold 

under lease-back arrangements) . 

Receivables, less allowance for doubtful items 

($49,584 and $35,316). 

Inventories of merchandise, stated substantially 
at the lower of cost (first-in, first-out) or 

replacement market. 

Inventories of supplies, at cost. 

Prepaid and deferred expenses. 

Total current assets. 

Sinking funds for retirement of cumulative preferred 

stock (note 1). 

Investments and sundry assets, at cost. 

Property and equipment at cost: 

Land and buildings. 

Fixtures and equipment. 

Transportation equipment. 

Improvements, to leased premises. 

Construction in progress. 

Less allowance for depreciation and investment 
credit (note 4). 

Net property and equipment . 

Unamortized long-term debt expenses. 


See accompanying notes to consolidated financial statements. 



1963 

1962 

. . . $ 12,226,591 

14,511,038 

. . . 6,075,228 

3,983,042 

. • . 162,249 

— 

. . . 2,045,766 

2,359,691 

. • . 35,973,427 

32,492.71 1 

731,889 

689.291 

. . . 1,268,877 

1,212,287 

. . . 58,484,027 

55,248,060 

8,853 

116,608 

. . . 483,886 

750,652 

• • 4,376,136 

3,901,073 

. . 45,612,956 

43,245,555 

. . 6,468,679 

6,291,673 

. . 7,031,125 

6,094,005 

636,910 

166,870 

64,125,806 

59,699,176 

31,463,934 

29,809,942 

. . 32,661,872 

29,889,234 

. . 150,392 

173,763 

$ 91,789,030 

86,178,317 
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LIABILITIES 

Current liabilities: 

Accounts payable and accrued expenses. 

Federal and State taxes on income (note 4). 

Current portion of long-term debt. 

Total current liabilities. 

Long-term debt (exclusive of current portion): 

3 3 /s% and 3 3 4 % unsecured promissory notes, payable 
$650,000 annually 1965 to 1972 and $7,150,000 in 1973 
4.90% sinking fund debentures, due May 1, 1977; $200,000 
redeemable annually 1965 to 1976 through sinking fund 

Total long-term debt (exclusive of 

current portion). 

Deferred Federal taxes on income (note 4). 

Non-interest bearing unsecured one-year promissory notes, 

renewable annually at company option. 

Stockholders’ equity: 

Cumulative preferred stock of $50 par value per share 
(note 1). Authorized and outstanding: 

4% series: 38,400 and 39,600 shares. 

5% series: 23,342 shares in 1962 (redeemed in 1963) 
Common stock of $2.50 par value per share (notes 2 and 3). 
Authorized 4,000,000 shares; outstanding 2.790,055 and 

2,779,334 shares . 

Capital in excess of par value of capital stock. 

Retained earnings (note 5). 

Less common stock held in treasury (4,407 and 769 shares), 
at cost. 

Total stockholders’ equity. 

Commitments and contingencies (notes 6 and 7). 


1963 

$ 20,273,866 
3,175,971 
850,000 

24,299,837 


12,350,000 

3,600,000 

15,950,000 

2,928,000 

2,258,786 


1,920,000 


6,975,137 

5,100,381 

32,436,222 

46,431,740 

79,333 

46,352,407 


$ 91,789,030 


1962 


15,586,305 

3,085,080 

841,000 

19,512,385 


13,000,000 

3,800,000 


16,800,000 

2,700,000 

2,223,156 


1,980,000 

1,167,100 


6,948,335 

4,967,072 

29,896,034 

44,958,541 

15,765 

44,942,776 


86,178,317 







































STATEMENT OF 
CONSOLIDATED 
CAPITAL IN EXCESS 
OF PAR VALUE OF 
CAPITAL STOCK 


Year ended December 28, 1963 with comparative figures for 1962 




Balance at beginning of year. 

Add (deduct): 

Net excess of cost over par value of 
cumulative preferred stock retired 
through sinking funds. 

Excess of consideration received over 
aggregate of par value of common stock 
and cost of common treasury stock issued 
to employees and officers (notes 2 and 3) 
Balance at end of year. 


1963 

$ 4,967,072 


1962 

4,874,370 


(20,872) 


12,386 


154,181 
$ 5,100,381 


80,316 

4,967,072 



STATEMENT OF CONSOLIDATED 
RETAINED EARNINGS 

Year ended December 28,1963 with comparative figures for 1962 1963 

Balance at beginning of year.$ 29,896,034 

Net earnings for the year, per accompanying statement. 4,901,281 


34,797,315 

Deduct: 

Special charge — provision for future rental 
liability on stores involved in 1959 sale 

of Indianapolis Division. — 


Dividends paid: 

Cumulative preferred stock: 

4% series ($2.00 per share). 77,674 

5% series ($2.68 per share). 56,107 

Common stock ($.80 and $.70 per share). 2,227,312 

2,361,093 

Balance at end of year. $ 32,436,222 


See accompanying notes to consolidated financial statements. 


1962 

27,947,067 

4,365,295 

32,312,362 


333,000 


80,504 

58,462 

1,944,362 

2,416,328 

29,896,034 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 

December 28,1963 

(1) PREFERRED STOCK: 

Preferred stock is redeemable at par value and accrued dividends, 
plus premiums of $1.00 a share if redemption is voluntary, or $.50 
a share if redemption is for sinking fund purposes. Sinking fund re¬ 
quirements for 1964 aggregate about $50,000 in addition to 
amounts in sinking fund at December 28, 1963. 

(2) PROFIT SHARING DISTRIBUTIONS IN COMMON STOCK: 

In March 1963, 9,090 shares of common stock (including 769 
shares from treasury) having a market value of $161,348 were 
distributed to certain employees in partial discharge of the 
company's profit sharing liability at December 29, 1962. 

(3) RESTRICTED OPTIONS TO PURCHASE COMMON STOCK: 

At December 28, 1963, options granted to certain officers and 
employees to purchase 79,906 shares of the company's common 
stock were outstanding under three restricted stock option plans. 
Under the 1961 plan, 7,850 shares are available for future grants. 
These plans are summarized as follows: 





Market 




Option 

Price at 

Shares 

Plan 

Year Years 

Price 

Date Granted 

Under 

Year 

Granted Exercisable 

(Per Share) (Per Share) 

Option 

1955 

1955 1957 to 1965 

$22.84* 

24.04* 

18,756 

1960 

1960 1961 to 1968 

14.75 

15.50 

34,000 

1961 

1961 1962 to 1972 

19.50 

20.50 

18,500 

1961 

1962 1963 to 1973 

16.00 1 
17.25 j 

16.50 \ 
18.00 j 

7,650 

1961 

1963 1964 to 1974 

16 00 

16.50 

1,000 



Total outstanding 

79.906 

*Adjusted for stock dividends in 1956, 1958 and 1959. 


Changes 

in exercisable shares on option 

during 1963 were as 

follows: 







Year Granted 



1955 

1960 

1961 1962 

1963 

Balance, 

December 29. 1962 19,818 

6,400 

2,350 — 

_ 

Changes during 1963: 



Options which became 




exercisable — 

5,000 

2,225 837 

100 

Options exercised — 

(2,400) 

_ _ 

_ 

Options cancelled (1,062) 

— 

(125) — 

— 

Balance, 

December 28. 1963 18,756 

9,000 

4,450 837 

100 


(4) FEDERAL TAXES ON INCOME: 

Depreciation of fixtures, equipment and transportation equipment 


acquired new since 1954 has been recorded in the accounts by the 
straight-line method, whereas for Federal income tax purposes 
the company has used accelerated methods of depreciating these 
assets. The reductions in current Federal income taxes resulting 
from this policy have been deferred, by charges to income and 
credits to deferred Federal income taxes. Portions of these pro¬ 
visions will be restored to income in years when depreciation 
recorded in the accounts exceeds that allowable for tax purposes. 

Under the investment credit provisions of the Revenue Act of 1962, 
current Federal income taxes have been reduced by $355,726, 
resulting from the acquisition in 1963 of qualified property and 
equipment. The entire investment credit has been deferred by 
charges to income in the amount of $355,726, and credits to 
deferred Federal income taxes and a special depreciation reserve 
in the amounts of $178,000 and $177,726, respectively. The 
amounts thus deferred are being credited to earnings over the 
lives of the related property giving rise to the tax reductions. 

Pursuant to a settlement made in 1961 with the Internal Revenue 
Service, certain properties under long term leases having re¬ 
purchase options are considered for income tax purposes to be 
owned rather than leased; and depreciation and interest expense 
are being deducted for tax purposes in lieu of rent expensed on 
the books. The company has charged deferred Federal taxes on in¬ 
come with the tax prepaid as a result of the above mentioned 
differences. The prepaid income tax is being reduced as deprecia¬ 
tion and interest charges allowable for Federal income tax pur¬ 
poses become greater than related rent charges per the books. 

(5) EARNINGS RETAINED AND INVESTED IN THE BUSINESS: 
Pursuant to the indenture for the 4.90% sinking fund debentures, 
earnings retained and invested in the business at December 28, 
1963 amounting to about $19,788,000 were not available for cash 
dividends on common stock. 

(6) RETIREMENT PLAN FOR EMPLOYEES: 

At December 28, 1963, the company's actuarial liability to com¬ 
pletely fund past and current services was approximately 
$10,800,000. Assets in the trust fund had a book value of 
$11,525,000 and a market value of $12,875,000. In 1963, no 
contribution or charge to operating expenses was made because 
the net requirements were more than offset by realized experience 
gains of the trust; however, in 1962, $300,000 was contributed 
to the fund and charged to operating expenses. 

(7) COMMITMENTS AND CONTINGENCIES: 

Leases extending beyond three years from December 28, 1963 
require an annual rental of approximately $7,330,000 plus, in 
some cases, real estate taxes and other expenses, or increased 
amounts based on percentages of sales. About 45% of such 
aggregate relates to leases expiring within ten years and the re¬ 
mainder applies to leases expiring within from ten to twenty-five 
years. 




7 






















ACCOUNTANTS’ 

REPORT 


Peat, Marwick, Mitchell & Co. 

ACCOUNTANTS AND AUDITORS 
BANK OF OEOHOIA BUILDING 
ATLANTA 3, GEORGIA 


The Stockholders and the Board of Directors 
Colonial Stores Incorporated: 

We have examined the statement of consolidated financial position of 
Colonial Stores Incorporated and subsidiaries as of December 28, 1963 and 
the related statements of consolidated earnings, capital in excess of par value 
of capital stock, and retained earnings for the year then ended. Our examina¬ 
tion was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying statements of consolidated financial 
position, statement of consolidated earnings and other related statements 
described above present fairly the financial position of Colonial Stores In¬ 
corporated and subsidiaries at December 28, 1963 and the results of their 
operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year. 

Atlanta, Georgia 

February 4.1964 
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COME IN COLONIAL 

Like automobiles, store models change, 
and not every Colonial supermarket 
is exactly alike in appearance. There 
is one thing, though, that is ex¬ 
actly alike in every Colonial store. 
It is the friendly, courteous at¬ 
mosphere. We are proud of our 
Colonial people, and you will 
find they take great pride in 
serving you. Whether you 
live in our 10-state terri¬ 
tory or may be passing 
through, we invite you 
to come in Colonial. 
A warm welcome 
awaits you. 
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HEADQUARTERS 
AND DIVISIONAL 
OFFICES 



Joseph 



COLONIAL STORES INCORPORATED 

Headquarters Office 

2251 North Sylvan Road, P. O. Box 4358, Atlanta 2, Georgia 


Atlanta Division 


Jacksonville Division 


2251 North Sylvan Road 
P. O. Box 4358 
Atlanta 2, Georgia 


5201 Beach Boulevard 
P. O. Box 719 
Jacksonville, Florida 


Norfolk Division 

3616 Virginia Beach Boulevard 
P. O. Box 480 
Norfolk, Virginia 


Cincinnati Division 

266 West Mitchell Avenue 
P. O. Box 38 
Cincinnati 32, Ohio 


Columbia Division 

Shop Road 
P. O. Box 1113 
Columbia, South Carolina 


Transfer Agents for Stock 

Bankers Trust Company 
New York, N. Y. 

Wachovia Bank and Trust Company 
Raleigh, North Carolina 


Raleigh Division 

U. S. Highway 1 North 
P. O. Box 1190 
Raleigh, North Carolina 


Columbus Division 

1033 Brentnell Avenue 
P. O. Box 19176 
Columbus 19, Ohio 


Registrars for Stock 

Chemical Bank New York Trust Company 
New York, N. Y. 

First-Citizens Bank & Trust Company 
Raleigh, North Carolina 


Trustee for Debentures 

First National City Bank 
New York, N. Y. 
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